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Economic Report of the President of the United States 


President Eisenhower’s annual Economic Report to 
the Congress, submitted on January 20, reviews the 
greater part of a full economic cycle—the recession 
which began in the third quarter of 1957 and the recov- 
ery that had been attained by the end of 1958. Total 
output of goods and services, adjusted for price changes, 
fell about 5% per cent between the third quarter of 
1957 and the first quarter of 1958. By the end of 
1958, however, gross national product had recovered 
almost to the highest level attained in the pre-recession 
period. The decline in economic activity reflected weak- 
nesses in several sectors of the economy. By the end 
of 1957, business expenditure on plant and equipment 
had begun to decline; a basic factor here was the widen- 
ing gap between the supply and use of industrial capac- 
ity. In manufacturing alone, capital outlays in 1953-57 
had increased capacity by one fourth, while production 
had risen only 7 per cent. In addition, the cost of new 
capacity (prices of industrial equipment) rose substan- 


tially more than prices of industrial output. Financing 
costs became increasingly greater during 1957, and cor- 


porate liquidity was low. By the second quarter of 
1958, capital outlays had fallen 22 per cent. Merchan- 
dise exports, which had risen rapidly in 1956 and early 
1957, began to fall in the second quarter of the latter 
year, and by the first quarter of 1958 they had decreased 
about 20 per cent. The decline was a reaction to earlier 
large stocking of U.S. goods abroad, combined with a 
leveling off in economic activity in Western Europe and 
Japan; less developed countries curtailed their imports 
from the United States owing to a weakening in their 
terms of trade and foreign exchange positions. Total 
government purchases of goods and services fell slightly 
between the third and fourth quarters of 1957. Although 
aggregate consumer spending changed little, purchases of 
durable goods fell 12 per cent between the third quarter 
of 1957 and the second quarter of 1958. These various 
reductions in demand were reflected in a change in the 
inventory policies of businesses; there was a shift from 
inventory accumulation at an annual rate of $2.2 billion 
in the third quarter of 1957 to liquidation at a rate of 
$9.5 billion in the first quarter of 1958—accounting for 
60 per cent of the decline in total gross national product 
during this period. 

The Report outlines various measures taken by the 
Government to moderate the recession and to promote 
an upward trend in economic activity. During the last 
quarter of 1957, the reserve position of Federal Reserve 


member banks was eased through open market pur- 
chases of government securities and the lowering of 
reserve requirements. During the five months to mid- 
April, the discount rate was reduced from 3.5 per cent 
to 1.75 per cent, and open market purchases continued. 
The reserve position of member banks shifted from net 
borrowings of around $500 million in early 1957 to net 
free reserves of $500 million by March 1958. Monetary 
policy, moreover, was sufficiently expansionary to offset 
the effect on bank reserves of a gold outflow of $1.4 
billion in January-June 1958. The stimulative effect of 
the easing of credit conditions was particularly evident 
in residential construction. In addition, specific meas- 
ures to encourage construction were taken in 1957 and 
1958. Downpayment requirements on Federal Housing 
Administration (FHA) loans were reduced in Au- 
gust 1957 and on both FHA and Veterans Administra- 
tion (VA) loans in April 1958. Commitments by the 
Federal National Mortgage Association to purchase 
mortgages amounted to $1 billion between April and 
September 1958; in order to attract more funds into the 
market, the interest rate on VA-guaranteed mortgages 
was raised to the maximum permitted under law in 
April, and discount controls over FHA and VA loans 
were removed in the same month. Reflecting this 
improvement in financial conditions, the seasonally 
adjusted annual rate of housing starts rose from 915,000 
in February to 1,430,000 in December 1958. 

Unemployment benefit payments offset about one 
third of the decline in wage and salary disbursements 
during July 1957-April 1958. In June 1958, legislation 
was passed to lengthen the period of entitlement to 
unemployment benefits. Procurement obligations of the 
Defense Department rose from $2.2 billion in the third 
quarter of 1957 to $6.1 billion in the second quarter of 
1958, and probably had a stimulative effect on the inven- 
tory policies of defense contractors. Federal payments 
to states under the Highway Program rose from $360 
million in the second quarter of 1957 to an estimated 
$890 million in the last quarter of 1958. 

The Report places major emphasis upon the role of 
rising prices and costs. During the recession, consumer 
prices rose about 2 per cent, owing largely to higher 
food prices and services. Prices in wholesale markets 
rose somewhat less and have been stable since early 
1958. Several important factors have entered into 
higher costs in recent years. A rapidly enlarging com- 
plement of technical personnel has added to costs, and 
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wages, salaries, and employees’ fringe benefits have 
increased at rates above rises in productivity. Cost 
increases have been greater than price increases, and 
profits per unit of output fell in 1956 and 1957. Con- 
tinuing economic growth in the years ahead will depend 
upon the containment of inflation. The individual con- 
sumer can play an important part by shopping carefully 
for price and quality. Businessmen must produce on the 
most economical basis possible, and labor leaders must 
realize that wage increases in excess of rises in produc- 
tivity are inflationary. If government spending is held 
within the limits proposed in the balanced budget 
presented to the Congress, future tax reductions will 
become possible, thus adding incentives and means for 
economic growth. The Congress will be requested to 
amend the Unemployment Act of 1946 to make price 
stability an explicit goal of economic policy, coordinate 
with the goals of maximum production, employment, 
and purchasing power now specified in the Act. 


Europe 


EPU Settlements for Final Accounting Period 

The final accounting period of the European Pay- 
ments Union was from December 1 to December 27, 
1958, as the Union was terminated on December 27, 
1958 and replaced by the European Monetary Agree- 
ment (see this News Survey, Vol. XI, p. 210). The 
settlement operations for the final period covered a total 
of net surpluses of 301.1 million units of account and 
a total of net deficits of 299.8 million units, the differ- 
ence between total surpluses and deficits representing 
the amount of interest paid to or by the Union; the total 
of net surpluses or deficits in the immediately preceding 
periods were 104.4 million units for November and 
112.9 million units for October (1 unit of account= 
US$1). 

The turnover was exceptionally high in the final 
accounting period as a result of large speculative trans- 
actions which had preceded the devaluation of the 
French franc on December 27. Among the creditor 
countries, the Federal Republic of Germany again had a 
substantial surplus, and the Netherlands, which had a 
small deficit in November, earned a large surplus in 
December. The German and Netherlands surpluses 
accounted for some 75 per cent of all surpluses in the 
final accounting period. Among the debtor countries, 
the deficits of both the United Kingdom (see this News 
Survey, Vol. X1, pp. 211-12) and France were substan- 
tially larger than in the immediately preceding months. 
France’s deficit is explained mainly by a substantial 
outflow of capital in expectation of the change in the 
external value of the franc; this outflow is reported to 
have been offset by opposite transactions effected in the 


The Report states that “there is a reasonable basis for 
confidence that the recent improvement in activity will 
be extended into the months ahead.” While capital 
outlays have not, as yet, contributed much to recovery, 
demand from this sector is expected to rise. New orders 
and business earnings have improved, and improving 
economic conditions in the past have typically led busi- 
nessmen to revise their investment plans upward. Out- 
standing financing commitments and uncompleted hous- 
ing starts should result in a continuing rise in residential 
construction. Demand for consumer goods will probably 
continue to rise, especially if increases in wage and other 
costs are held within limits consistent with reasonable 
stability of consumer prices. A rise in government out- 
lays may be expected in 1959, although smaller than 
last year. 

Source: Economic Report of the President, Trans- 
mitted to the Congress January 20, 1959, 
Washington, D.C. 


first half of January. Switzerland shifted from a small 
deficit in November to a sizable surplus in the final 
accounting period, while Portugal continued to run a 
deficit. Both these countries had been neither creditor 
nor debtor countries at the completion of operations last 
November, but at the close of the final accounting period 
they were debtors vis-a-vis the EPU; this shift resulted 
chiefly from a repayment to them of gold or dollars, 
which in past settlements had been paid by them in lieu 
of credit, and a corresponding extension of credit to 
them in the settlements for the final accounting period. 


Net Surpluses (+-) or Deficits (—) in EPU 
(In millions of units of account) 


Final Position: 
Member's 
Claim (+) 
or Debt (-) 

(In millions of 

units of account) 


Oct. Nov. Dec. 1-27 
1958 1958 1958 
Creditor countries 

Germany, Fed. Rep. +50.4 
Belgium-Luxembourg + 14.8 +2.4 +423.7 
Netherlands +29.5 -4.7 +78.5 
Italy +15.1 +13.4 +5.9 
Austria —5.2 +5.3 +2.4 
Sweden -5.8 +5.3 —0.8 


+78.0 +147.7| +1,026.8 
+153.8 
+121.0 
+7.0 
+5.3 
+1.1 
Debtor countries 
Iceland -—0.8 -1.9 —1.4 -7.2 
Switzerland ; -10.5 42 +35.8 -11.8 
Greece -8.5 —4.6 —1.4 —12.0 
Turkey 2.2 —8.9 —2.0 —33.8 
Portugal —6.3 —5.3 —4.8 —36.4 
Denmark -8.9 —6.4 +7.2 -65.5 
Norway +1.0 -6.1 -9.6 —87.1 
United Kingdom -32.4 -15.7 -112.6 —378.9 
France -34.5 -46.6 -167.1 —484.8 





+ 1,314.9 
—1,117.4 


+112.9 +104.4 +301.1 
~112.9 -104.4 -299.8 
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The net surpluses and deficits of the EPU member 
countries for October, November, and December 1-27, 
1958, as well as their final claims or debts, are shown 
in the accompanying table. Creditor countries are pre- 
sented in descending order and debtor countries in 
ascending order of their respective final claims or debts 
vis-a-vis the EPU. France’s final debt (484.8 million 
units ) does not include the special credit of 150 million 
units that it had received in January 1958; this credit, 
which had been utilized fully on the completion of opera- 
tions for November 1958, was financed by the Federal 
Republic of Germany (100 million units), Switzerland 
(6 million units), Belgium-Luxembourg (5.5 million 
units), Italy (5 million units), Austria (1.5 million 
units), and the EPU’s own resources (32 million units). 
Also, the final debts of Turkey (33.8 million units) and 
Norway (87.1 million units) exclude the initial position 
loans granted to them of 25 million units and 10 million 
units, respectively. In accordance with the liquidation 
provisions of the EPU, the final claims and debts will 
be converted into bilateral claims and debts, after certain 
adjustments for interest payments and the distribution to 
creditors of the gold and U.S. dollar assets of the EPU. 
It is reported that upon completion of settlement for the 
final period these assets will be about 167 million units, 
after a transfer of 236.6 million units has been made to 
the European Monetary Fund (an institution provided 
for by the European Monetary Agreement and designed 
to grant credits to participating countries and to facili- 
tate the operation of the system of settlements ). 
Sources: Organization for European Economic Cooper- 

ation, Press Releases, Paris, France, Decem- 
ber 13, 1958 and January 16, 1959; Neue 
Ziircher Zeitung, Ziirich, Switzerland, Decem- 
ber 18, 1958 and January 19, 1959. 


Sterling Exchange Rates 


The demand for sterling in the foreign exchange mar- 
ket continued to be strong during the week ended 
January 24. At this time of the year, the seasonal 
demand is usually high, and there has also been a 
demand for sterling on capital account, with consistent 
bidding from New York and most continental centers. 
The rate against the dollar hardened to $2.80% in the 
week ended January 24. None of this demand seems to 
have been diverted from the market by requests for 
“interim finance” from the Bank of England under the 
European Monetary Agreement. Turnover in the Lon- 
don market is being maintained at a level consistently 
higher than before the move to external convertibility. 

Foreign exchange continues to be drawn to the Lon- 
don market for short-term investment. During the week 
there was evidence of German, Swiss, and French 
demand for bills and short bonds; and since the currency 
freeing in December, substantial funds have been left 


uncovered in the foreign exchange market. The bill 

rate in New York rose above 3 per cent, narrowing the 

margin in favor of London below % per cent. London 

is still the most attractive center in Europe for short- 

term investment. 

Source: The Economist, London, England, January 24, 
1959. 


Gold Price in London 

The dollar price of gold in the London bullion market 
rose in the week ended January 24 to $35.10 an ounce, 
compared with $35.06 in the previous week. There 
was widespread demand, coming mainly from the Con- 
tinent. Some demand was apparent from central banks 
and there was also evidence of a revival of hoarding 
demand, particularly in the French market. 
Source: The Economist, London, England, January 24, 

1959. 


Changes in French Foreign Exchange Regulations 

Effective January 21, 1959, the French foreign 
exchange regulations concerning investments in France 
and other countries of the French franc area were 
relaxed. Previously, an unconditional guarantee of 
repatriation was granted to nonresidents who, since 
September 1, 1949, had made specified investments in 
the French franc area financed through the sale of 
convertible currencies or by debiting a nonresident Free 
Franc Account. Under a special authorization of the 
Exchange Office, the same facility could be granted to 
residents of EPU countries for new investments paid for 
in an EPU currency or by debiting a nonresident franc 
account related to an EPU country. Proceeds from the 
liquidation of investments made before September 1, 
1949, or investments made since then without benefit of 
the repatriation guarantee, could not be repatriated 
and were credited to nonresident Capital Accounts. 

Under the new regulation, the proceeds of permitted 
investments by nonresidents in France or in other parts 
of the French franc area may be freely repatriated in 
convertible currencies or by crediting a Free Franc 
Account, a Transferable Franc Account, or a Bilateral 
Account, depending on the country of residence of the 
investor, provided the repatriation takes place through 
an authorized bank and the proceeds arise from the sale 
of securities quoted on any stock exchange in France, 
the sale of real estate through a notary public, or the 
amortization of a loan denominated in French francs. 
In all other cases, an authorization of the Exchange 
Office is still required. 

As a result of this new regulation, nonresident Capi- 
tal Accounts were abolished, and existing balances on 
such accounts were transferred to Free Franc Accounts, 
Transferable Franc Accounts, or Bilateral Accounts, 
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depending on the country of residence of the account 
holder. 


Sources: Le Monde, Paris, France, January 22 and 23, 
1959. 


Interest Rates in the Netherlands 

Effective January 21, the Netherlands Bank reduced 
its basic discount rate from 3 per cent (the rate set on 
November 15, 1958; see this News Survey, Vol. XI, 
p. 170) to 2% per cent. All other interest rates also 
were lowered by “% per cent. It is reported that the 
reductions are intended to align interest rates in the 
Netherlands with those prevailing in other important 
European markets and to discourage any further inflow 
of short-term capital, in view of the continued strong 
position of the guilder, particularly since it has been 
declared externally convertible. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
January 22, 1959. 


Prices and Wages in Norway 

In an attempt to prevent the cost of living index as 
of March 15 from reaching 166 (1949—100), the point 
at which new wage increases would be subject to nego- 
tiation, the Norwegian Government has suggested that 
the trade organizations voluntarily make price reduc- 
tions equivalent to a decrease of two thirds of a point 
in the index. The Government has also announced that 
it will ask the agricultural organizations to reduce prices 
on agricultural products by an amount equivalent to 
one third of a point. Since it will be some time before 
these price reductions affect retail prices, the Govern- 
ment has requested labor unions that have index clauses 
in their agreements to postpone all new wage negotia- 
tions until the cost of living index for June 15, 1959 is 
available. 

In order to achieve a further 2-point reduction in the 
index, the Government will submit to Parliament a 
proposal for new subsidies amounting to about NKr 100 
million. These subsidies will be in effect from March 1, 
1959 to August 1, 1960. 

Other measures proposed by the Government include 
a reduction from 8 per cent to 4 per cent, starting in 
1959, in the tax on undistributed corporation profits; 
resumption, with effect from January 1, 1960, of the 
reimbursement of customs duty on certain imported 
machinery (which had been temporarily suspended); 
and, when the situation warrants, easing of the rate of 
progression for the income tax and an increase in tax- 
free allowances. 

Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, January 19, 1959. 


Swedish Government Budget and National Budget 


The Swedish Government budget proposed for the 
fiscal year 1959-60 (beginning July 1) estimates a 


deficit of SKr 599 million (US$116 million) for 
the current budget. Total revenue is estimated at 
SKr 12,896 million ($2,492 million), an increase of 
SKr 163 million over revenue in the 1958-59 budget, 
and total expenditure is estimated at SKr 13,495 million 
($2,609 million), SKr 974 million more than in 
1958-59. Since SKr 150 million of the deficit will be 
covered by withdrawals from the budget equalization 
fund, the deficit on the current budget will be reduced 
to SKr 449 million ($87 million). The final budget 
estimates for 1958-59 showed a surplus of SKr 12 mil- 
lion after account was taken of SKr 200 million allo- 
cated to the budget equalization fund. 

The capital budget for 1959-60 calls for investment 
appropriations of SKr 2,731 million and for SKr 1,786 
million in new borrowing. For the over-all budget, the 
deficit is estimated at SKr 2,470 million ($477 million), 
compared with SKr 2,219 million ($429 million) in 
1958-59. 

Social expenditure, which accounts for approxi- 
mately 30 per cent of total current outlay, is estimated 
at SKr 3,908 million, an increase of SKr 267 million 
over 1958-59; and defense expenditure, which is ap- 
proximately 20 per cent of total expenditure, has been 
increased by SKr 136 million, to SKr 2,836 million. 
Further large increases are accounted for by the Min- 
istry of Communications and the Ministry of Education. 

The National Budget for the calendar year 1959 
envisages economic development similar to that in 1958. 
According to the estimates, real gross national product 
will increase by about 1 per cent, or at the same rate 
as in 1958. This rise will be supported mainly by 
further heavy investment in housing and an increase in 
services. Industry’s investment plans, on the other 
hand, indicate a 1 per cent decline from total investment 
in 1958, when industrial investment was stimulated by 
the abolition of the levy on investments. The increase 
in private consumption and in public consumption is 
estimated at 2 per cent and 4 per cent, respectively, or 
the same as in 1958. 

The stagnation in exports, discernible throughout 
1958, is expected to persist at least during the first half 
of 1959, whereas imports will probably rise somewhat, 
mainly because stocks were depleted in 1958. Both 
export and import prices are expected to fall in 1959. 
Thus, an increase in the deficit on the balance of pay- 
ments on goods and services may be expected in 1959 
unless foreign demand expands. 


Source: Svenska Dagbladet, Stockholm, Sweden, Janu- 
ary 13, 1959. 


German Statement on Convertibility of the Deutsche Mark 
The Minister of Economic Affairs of the Federal 
Republic of Germany has issued a summary statement 
explaining the measures taken to establish the converti- 
bility of the deutsche mark. The main points of his 
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statement, and of a recent communiqué of the Bundes- 
bank, are as follows: 


External convertibility 


By abolishing the separation of currency areas, the 
Federal Republic has established full external con- 
vertibility for the deutsche mark, effective December 29. 
1958. According to Foreign Trade Circular Order 
(RA) 60/58, the two DM accounts for nonresidents 
(Freely Convertible DM Accounts and Partly Converti- 
ble DM Accounts) have been unified as Nonresident 
DM Accounts; balances on these accounts are converti- 
ble into any foreign currency. 


Internal convertibility 


When establishing external convertibility for its cur- 
rency, the Federal Republic has taken the opportunity 
to abolish the last remaining restrictions on converti- 
bility for German residents: 


1. Under RA 60/58, existing payments restrictions 
(prescription of currencies according to currency areas ) 
were abolished, not only for licensed foreign trade 
transactions, but also for all foreign trade transactions 
without regard to whether the underlying trade trans- 
action was still restricted for other than balance of 
payments reasons. At the same time, the Bundesbank 
abolished all restrictions on foreign exchange dealings. 

2. By a number of additional regulations, further 
restrictions have been abolished. Thus the purchase, 
the retention, and the sale of foreign exchange, includ- 
ing banknotes and coins, are now permitted without 
any further license, regardless of whether the under- 
lying trade transaction is still restricted or not. The 
import of gold against any currency, the export of gold, 
and all internal transactions in gold will shortly be 
authorized by circular orders of the Federal Minister 
of Economic Affairs and by general permits of the 
Deutsche Bundesbank. Thus the convertibility of the 
deutsche mark in the sense of the International Mone- 


tary Fund has been established de facto, to the full 
extent. 


Capital transactions 


Capital transactions, which are excluded from the 
IMF definition of convertibility and which in general do 
not fall under the jurisdiction of the IMF, are still sub- 
ject to some restrictions. The last restrictions have been 
abolished on capital exports. For capital imports, the 
situation is as follows: 

1. General Permit No. 86/58, published in the 
Bundesanzeiger of January 20, 1959, permits the rais- 
ing of credits abroad in DM as well as in any other 
currency, provided the credits have a maturity of at 
least five years. Formerly, the raising of credits in a 
foreign currency required a license. General Permit 
No. 91/59, also published on January 20, 1959, covers 


all previously existing General Permits concerning 
transactions in securities. All transactions of any kind 
in German securities (including German foreign bonds) 
and in foreign securities are now permitted between 
residents and nonresidents. German residents may also 
trade among themselves in foreign securities and Ger- 
man foreign bonds. The import and export of 

German and foreign securities are no longer subject to 

restrictions. 

2. The remaining restrictions on capital imports are 
as follows: A license is still required for credits with 
maturities of less than five years, with the exception 
of short-term trade credits. The purpose of this restric- 
tion is to check any inflow of hot money which could 
lead to a further increase in German exchange reserves. 
Also, the payment of interest on foreign DM accounts 
and sales of short-term money market securities to 
nonresidents are prohibited, in order to check hot 
money inflows. The possibility of abolishing these last 
two restrictions is being studied in connection with the 
future development of the German money and capital 
markets, especially as regards the relation of interest 
rates. 

Sources: Deutsche Bundesbank, Ausziige aus Pressear- 
tikeln, Frankfurt am Main, Germany, Janu- 
ary 21, 1959; Bulletin des Presse- und Infor- 
mationsamtes der Bundesregierung, Bonn, 
Germany, January 22, 1959. 


Middle East 


Companies Law in Egypt 

A number of changes in the provisions of the Com- 
panies Law in the Egyptian Region of the U.A.R. 
have been iatroduced by a presidential decision. Three 
of these changes are important. The first provides that 
distributed profits in any one year shall not exceed by 
more than 20 per cent the amount of distributed profits 
during 1958. For companies established after the new 
provisions become effective or for those whose distrib- 
uted profits in 1958 were below 10 per cent of the 
nominal value of their capital stock, a distribution of 
profits up to 10 per cent of the nominal value of the 
capital stock may be made. Exemptions from these 
limits may be granted if warranted by economic consid- 
erations and approved by the Minister of Economy and 
Commerce. 

The second change provides that companies distrib- 
uting profits equal to at least 5 per cent of the nominal 
value of their capital stock shall earmark an amount 
equal to 5 per cent of the total net profits for purchases 
of government securities. 
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The third change states that reserves and special 
provisions currently standing in the balance sheets of 
companies shall not be used for purposes other than 
those for which they were earmarked, except with the 
approval of the Minister of Economy and Commerce. 

In explaining these changes, the Minister of Economy 
and Commerce for the Egyptian Region stated that the 
overriding purposes were to encourage and protect 
investors, to encourage companies to practice self- 
financing, and to reduce the speculative effects of chang- 
ing rates of profit distribution. 

In recent months, prices on Egyptian stock exchanges 
continued to rise sharply. During the month ended 
January 10, 1959, the Cairo Stock Exchange general 
price index (December 31, 1953100) rose from 108 
to 135. Increases in indices for various groups were as 
follows: government and public-authorities securities, 
from 95 to 98; banks, from 82 to 96; real estate and 
agricultural companies, from 90 to 134; and commercial 
and industrial companies, from 134 to 182. 

Sources: Al Ahram, Cairo, Egypt, January 12, 13, and 
15, 1959. 


Trade Agreements and Foreign Credit of the Sudan 

The Government of the Sudan has concluded barter 
transactions with Mainland China and Hungary in order 
to find new markets for the Sudan’s cotton. Similar 
agreements are being finalized with Poland and Czecho- 
slovakia. Also, the ban on trade between the United 
Arab Republic and the Sudan has been lifted by both 
countries, and their trade agreement is again in opera- 
tion. Under this agreement, import licenses for LSd 1.2 
million each way have been issued. In 1957 the Sudan 
exported goods to Egypt valued at LSd 7.7 million, 
while its imports amounted to LSd 4.6 million. The 
Sudan's trade with Syria is small, but Egypt is one of 
the leading importers of Sudanese cattle and agricul- 
tural produce other than cotton. 

The Sudanese Government has received British export 
credits amounting to £5 million. Repayment of each 
portion of credit used is to begin two years after the 
installment is drawn, and complete repayment is to be 
made within the following three years. The Sudan's 
trade deficit with Britain in the first 11 months of 1958 
was LSd 6 million, and its total foreign trade deficit in 
that period was LSd 16.4 million. 


Sources: Middle East Economic Digest, London, Eng- 
land, December 5, 1958 and January 9, 1959. 


Agreements Between United States and Pakistan 

An agreement signed by the United States and Pak- 
istan provides for the delivery to Pakistan of specified 
amounts of U.S. surplus agricultural commodities dur- 
ing the next two years. Pakistan will receive 450,000 


tons of wheat in the year ending June 30, 1959 (which 
is 190,000 tons less than receipts in the year ended 
June 30, 1958) and another 400,000 tons in the follow- 
ing year. Also in the current year (ending June 30, 
1959), it will receive 50,000 tons of rice and 20,000 
tons of soybeans and cottonseed. The amount of long- 
staple cotton to be received over the two-year period 
is set at 5,000 bales. The total cost of the items to be 
provided in the two years is $82.15 million, including 
freight of $12.4 million. This brings to $268 million 
the total amount of surplus commodity aid received by 
Pakistan from the United States; another $116 million 
worth of surplus commodities was received as a gift. 
The agreement also makes provision for the release of 
PRs 58.5 million from counterpart funds accumulated 
against surplus commodity aid, to be used for various 
development projects. This is the first such release made 
in the form of a grant. 

On December 31, 1958, 14 agreements covering U.S. 
technical and economic assistance to Pakistan were 
signed in Karachi; the agreements relate to water 
resources, railways, civil aviation, forestry, fisheries, 
etc. There are special allocations of Rs 20 million 
(US$4.2 million) to industrial enterprises through the 
Pakistan Industrial Finance Corporation, Rs 10 million 
($2.1 million) to the Small Industries Corporation, and 
Rs 5 million ($1.1 million) for the improvement of 
the transit route between Pakistan and Afghanistan, all 
arising from counterpart funds in local currency from 
U.S. supplies of food products to Pakistan. 

Pakistan has received from the International Co- 
operation Administration the equivalent of $10 million 
in Italian and West German currencies to be used for 
the import of industrial equipment. : 
Sources: Dawn, Karachi, Pakistan, November 27, 1958; 

Middle East Economic Digest, London, Eng- 
land, January 9, 1959. 


Far East 


Oil Refinery Agreement Between India and Rumania 

Details of an agreement signed in October 1958 by 
the Governments of India and the Rumanian People’s 
Republic for setting up a refinery in Assam were 
released by the Indian Minister for Mines and Oil in 
the Lower House of Parliament on November 19, 1958. 
The Government of the Rumanian People’s Republic 
has agreed to offer a long-term credit of Rs 52.4 million 
(US$11 million); this is the total value, as estimated 
at present, of the supplies to be provided and technical 
and other services to be rendered by that Government 
for the construction of the refinery to be located in 
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Assam. Interest charges will be 2.5 per cent per annum. 
Fifteen per cent of the credit offered will be repaid in 
six installments, the first one to be paid 30 days after 
the signing of the agreement and the last to be paid 
30 days after the refinery has been put into operation 
and the full range of products has been obtained. The 
balance of 85 per cent of the total credit will be repaid 
in ten installments, the first two installments on Decem- 
ber 31, 1961 and the last one on December 31, 1965. 
The Rumanian Government will buy Indian goods, as 
far as possible, against the payments made under this 
agreement; any of the credit not thus utilized will be 
converted into freely transferable currency after April 1, 
1961, if so desired. 


Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, December 1, 1958. 


Trade and Payments Agreements of Mainland China 

A new trade and payments agreement between the 
U.A.R. and Mainland China was signed in Cairo on 
December 15, 1958; it is for three years beginning 
January 1, 1959. The U.A.R. will export cotton and 
will import oils, meat, and machinery. During the first 
year, the value of trade in each direction is to be about 
LE 15 million. The balance in the current payments 
agreement (approximately LE 3 million in favor of 
China) will be settled by shipments of Egyptian cotton 
to China in 1959. During recent years, trade between 
the two countries has increased substantially. Egypt's 
exports to Mainland China increased from LE 3.6 mil- 
lion in 1953 to LE 14.7 million in 1957, and its imports 
from China increased from LE 0.2 million to LE 7 
million in the same two years. 

The first trade and payments agreement between 
Mainland China and Iraq was signed on January 3. It 
provides for payments through a clearing account in 
Iraqi dinars and specifies the goods to be traded. The 
list of Chinese products for export to Iraq includes steel, 
aluminum sheets, machinery and equipment, pharma- 
ceuticals and chemicals, paper, tea, raw silk, textiles, 
sewing machines, and bicycles. Iraq will export dates, 
hides and skins, wool, cotton, casings, oilseeds, and 
vegetable oil. 


Sources: Al Ahram, Cairo, Egypt, December 16, 1958; 


Middle East Economic Digest, London, Eng- 
land, January 9, 1959. 


Silk Output in Japan 
Preliminary figures released by the Ministry of Agri- 


culture show that production of raw silk in Japan 
increased from 314,775 bales in 1957 to 332,180 bales 


in 1958, a new postwar high. The increase occurred 
despite a sharp decline in both exports and domestic 
consumption, and necessitated heavier government 
buying. 

Exports fell from 73,886 bales in 1957 to 46,806 
bales in 1958, and domestic deliveries dropped from 
237,828 bales to 202,547. In contrast, government- 
held stocks at the end of 1958 amounted to 49,497 bales, 
compared with 8,929 a year earlier. In addition, the 
Export Raw Silk Holding Company held 43,229 bales 
on behalf of the Government, compared with none at 
the end of 1957. 


Source: The Journal of Commerce, New York, N.Y., 
January 19, 1959. 


Indonesian Government Finances 


The Indonesian Parliament passed in December 1958 
the budget for 1959, which estimates a record deficit 
of Rp 7.9 billion, with revenue at Rp 21.1 billion and 
expenditure at Rp 29.0 billion. This is the first time 
that the Parliament has passed a budget before the 
beginning of the fiscal year (same as the calendar year) 
to which it applies. The 1958 budget estimated a deficit 
of Rp 4.7 billion, resulting from expenditure of Rp 27.7 
billion and revenue of Rp 23.0 billion. Figures for 
actual revenue and expenditure in 1958 are not yet 
available, but provisional data indicate a cash deficit 
during the first half of the year; there was a deficit of 
Rp 4.1 billion in respect of both budgetary and non- 
budgetary transactions, which was financed mainly by 
borrowing from the Bank Indonesia. 


Sources: Bank Indonesia, Bulletin, Djakarta, Indo- 
nesia, No. 15, August 1958; Permanent Mis- 
sion of the Republic of Indonesia to the 
United Nations, Information on Indonesia, 
New York, N.Y., No. 78, January 7, 1959. 


United States 


"Buy American” Policy for Public Works Contracts 

A bid of $1,450,700 by a British firm for the con- 
struction of two hydraulic turbines for the Greer’s 
Ferry Dam in Arkansas has been rejected by the U.S. 
Army Corps of Engineers, and a bid of $1,757,210 by 
a U.S. firm has been accepted, on the ground that to do 
otherwise would jeopardize national security. 


Source: The Washington Post and Times-Herald, 
Washington, D.C., January 22, 1959. 
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Export-Import Bank Loan to Euratom 


The Export-Import Bank of Washington has an- 
nounced the establishment of a $135 million line of 
credit to the European Atomic Energy Community 
(Euratom). The credit will assist Euratom in financing 
the purchase of U.S.-type nuclear reactors to be installed 
in nuclear power plants. Euratom Governments (Bel- 
gium, France, the Federal Republic of Germany, Italy, 
Luxembourg, and the Netherlands) and private Euro- 
pean investors will contribute $215 million to the 
program. 

Source: The Journal of Commerce, New York, N.Y.., 
January 23, 1959. 


Other Countries 


Relaxation of Australia’s Exchange Restrictions 

Following the establishment of nonresident converti- 
bility by the United Kingdom, the Australian Treasury 
has announced that payments for approved imports 
from countries outside the sterling area may now be 
made in sterling or in any other currency. Payments 
for exports to any country outside the sterling area 
may now be received in convertible sterling or in any 
major non-sterling currency. 

Measures to remove discrimination on invisibles as 
between dollar countries and non-dollar, non-sterling 
countries have also been announced. Heretofore, of 
the annual allowance of £1,300 available for travel in 
any sterling area country, £250 could be spent in the 
dollar area and £600 in other countries outside the 
sterling area. Hereafter, travelers will be permitted to 
spend £650 in any country outside the sterling area, 
including dollar countries. Banks would still be author- 
ized to give special consideration to exchange require- 
ments for travel for business reasons. The differences 
applying between remittances to the dollar area for sus- 
tenance of relatives abroad, gifts, and earnings of visit- 
ing entertainers, and such remittances to countries out- 
side the dollar area, have also been removed. 


Source: The Times, London, England, January 20, 
1959. 


Ghana's Loan to Guinea 

In a statement to the Legislative Assembly of Ghana, 
the Minister of Finance, Mr. K.A. Gbedemah, gave 
details about a loan of £10 million to Guinea which 
was announced on November 23, 1958. The purpose 
of the loan is to help Guinea in bridging over the 


financial difficulties that resulted from its separation 
from France. The Government of Guinea hopes to 
balance its current budget for 1959, but it has no funds 
available for financing investment projects in Guinea. 
A number of such projects, which had been started 
under the French regime, are half finished, and their 
continuation is urgently required from an economic 
point of view. In addition, Guinea must be prepared 
to replace construction machinery and other equipment 
which France has recently withdrawn. The loan may 
also be used in part for advances on the current crops 
of coffee and bananas if the French banks should dis- 
continue this type of financing, which they have made 
available in the past. 

In view of the urgent nature of the projects to be 
financed and since Guinea had access, in the past, to 
very cheap credits from France, Ghana believed that it 
should not make excessive profits out of the emergency 
situation of its friends. 
Guinea has, therefore, been determined at 2 per cent. 


The interest on the loan to 


The loan will be made available in four tranches, viz., 
£1 million immediately, £3 million in the first quarter 
of 1959, and two tranches of £3 million each in the 
1960 and 1961. 
tranches will be started five years after they have been 
made available and will be concluded by 1970. Interest 


years Repayments of the various 


payments will be made in semiannual transfers, begin- 
ning in June 1959. The Minister of Finance explained 
that the loan will be financed out of reserve funds which 
Ghana had built up in previous years. It would appear 
that the loan is within Ghana’s capacity and that it 
will not weaken its current financial position or its 
development program. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
January 18, 1959. 
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